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Attachment 4.19-A
Page 10 of 23
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES

1. Type One hospitals shall receive an IME payment equal to the hospital’s Medicaid
operating reimbursement times an IME percentage determined as follows:

IME Percentage for Type One Hospitals =[1.89 x ((1 + 1) ***® - 1)] X (IME Factor)

An IME Factor shall be calculated for each Type One Hospital and shall equal a factor that,
when used in the calculation of the IME Percentage, shall cause the resulting IME
Payments to equal what the IME Payments would be with an IME Factor of one, plus an
amount equal to the difference between operating payments using the adjustment factor
specified in subsection B-1 of 12VAC30-70-331 and operating payments using an
adjustment factor of one in place of the adjustment factor specified in subsection B-1 of
12VAC30-70-331.

2. Type Two hospitals shall receive an IME payment equal to the hospital’s Medicaid
operating reimbursement times an IME percentage determined as follows:

IME Percentage for Type Two Hospitals = [1.89 x ((1 + 1) **®° - 1)] x 0.4043

In both equations, r is the ratio of full-time equivalent residents to staffed beds, excluding
nursery beds. The IME payment shall be calculated each year using the most recent reliable
data regarding the number of full-time equivalent residents and the number of staffed beds,
excluding nursery beds.

C. An additional IME payment shall be made for inpatient hospital services provided to
Medicaid patients but reimbursed by capitated managed care providers. This payment shall be
equal to the hospital’s hospital specific operating rate per case, as determined in 12 VAC 30-70-
311, times the hospital’s HMO paid discharges times the hospital’s IME percentage, as
determined in subsection B of this section.

12 VAC 30-70-300. Repealed.
12 VAC 30-70-301. Payment to disproportionate share hospitals.

A. Payments to disproportionate share hospitals (DSH) shall be prospectively determined in
advance of the state fiscal year to which they apply. The payments shall be made on a quarterly
basis, shall be final, and shall not be subject to settlement except when necessary due to the limit
in subsection D of this section.

B. Hospitals qualifying under the 15% inpatient Medicaid utilization percentage shall receive a
DSH payment based on the hospital’s type and the hospital’s Medicaid utilization percentage.

1.(a) Type One hospitals shall receive a DSH payment equal to the sum of (i) the hospital’s
Medicaid utilization percentage in excess of 10.5%, times 17, times the hospital's Medicaid
operating reimbursement, times 1.4433 and (ii) the hospital’s Medicaid utilization percentage
in excess of 21%, times 17, times the hospital’s Medicaid operating reimbursement, times
1.4433.
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Attachment 4.19-A
Page 10.1 of 23
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES

(b) Multiplied by the Type One Hospital DSH Factor.

The Type One Hospital DSH Factor shall equal a percentage that when applied to the
DSH payment calculation yields a DSH payment equal to the total calculated using
the methodology outlined in subsection la of this section using an adjustment factor
of one in the calculation of operating payments rather than the adjustment factor
spectified in subsection B-1 of 12VAC30-70-331.

2. Type Two hospitals shall receive a DSH payment equal to the sum of (i) the hospital’s
Medicaid utilization percentage in excess of 10.5%, times the hospital’s Medicaid
operating reimbursement, times 1.2074 and (i) the hospital’s Medicaid utilization
percentage in excess of 21%, times the hospital’s Medicaid operating reimbursement,
times 1.2074.

C. Hospitals qualifying under the 25% low-income patient utilization rate shall receive a DSH
payment based on the hospital’s type and the hospital’s low-income utilization rate.

1. Type One hospitals shall receive a DSH payment equal to the product of the hospital’s
low-income utilization in excess of 25%, times 17, times the hospital’s Medicaid operating

reimbursement.
TN No. 03-08 Approval Date ! VIR I Effective Date 8/13/03
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Attachment 4.19-A
Page 12 of 23
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES

12 VAC 30-70-320. Repealed.
12 VAC 30-70-321. Hospital specific operating rate per day.

A. The hospital specific operating rate per day shall be equal to the labor portion of the statewide
operating rate per day, as determined in subsection A of 12 VAC 30-70-341, times the hospital’s
Medicare wage index plus the non-labor portion of the statewide operating rate per day.

B. The hospital specific rate per day for freestanding psychiatric cases shall be equal to the hospital
specific operating rate per day, as determined in subsection A of this section plus the hospital specific
capital rate per day for freestanding psychiatric cases.

C. The hospital specific capital rate per day for freestanding psychiatric cases shall be equal to the
Medicare geographic adjustment factor for the hospital's geographic area, times the statewide capital
rate per day for freestanding psychiatric cases.

D. The statewide capital rate per day for freestanding psychiatric cases shall be equal to the
weighted average of the GAF-standardized capital cost per day of freestanding psychiatric facilities
licensed as hospitals.

E. The capital cost per day of freestanding psychiatric facilities licensed as hospitals shall be the
average charges per day of psychiatric cases times the ratio total capital cost to total charges of the
hospital, using data available from Medicare cost report .

12 VAC 30-70-330. Repealed.
12 VAC 30-70-331. Statewide operating rate per case.

A. The statewide operating rate per case shall be equal to the base year standardized operating
costs per case, as determined in 12 VAC 30-70-361, times the inflation values specified in
12 VAC 30-70-351 times the adjustment factor specified in subsection B of this section.

B.  The adjustment factor shall be determined separately for Type One and Type Two hospitals and
shall be the ratio of the following two numbers:

1. For Type One Hospitals the adjustment factor shall be a calculated percentage that causes
the Type One Hospital statewide operating rate per case to equal the Type Two Hospital
statewide operating rate per case;

2. For Type Two Hospitals the adjustment factor shall be the ratio of the following two
numbers:

a.The numerator of the factor is the aggregate total Medicaid operating payments to
affected hospitals in hospital fiscal years ending in the base year.

b.The denominator of the factor 1s the aggregate total Medicaid allowable operating cost
as determined from settled cost reports from the same hospitals in the same year.

TN No. 03-08 Approval Date MAY 1 12004 Effective Date _ 8/13/03
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Attachment 4.19-A
Page 12.1 of 23
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT
SERVICES

a. The numerator of the factor is the aggregate total Medicaid operating payments to
affected hospitals in hospital fiscal years ending in the base year.

b. The denominator of the factor is the aggregate total Medicaid allowable operating
cost as determined from settled cost reports from the same hospitals in the same
year.

12 VAC 30-70-340. Repealed.
12 VAC 30-70-341. Statewide operating rate per day.

A. The statewide operating rate per day shall be equal to the base year standardized
operating costs per day, as determined in subsection B of 12 VAC 30-70-371, times the
inflation values specified in 12 VAC 30-70-351 times the adjustment factor specified in
subsection B of this section.

B. The adjustment factor for acute care psychiatric cases and rehabilitation cases shall
be the one specified in subsection B of 12 VAC 30-70-331.
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